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of skim milk and butterfat disposed of
as route disposition in the marketing
area as Class I milk and the quantity
of reconstituted skim milk in fluid
milk products disposed of as route dis-
position in the marketing area.

(e) Each handler who operates an
other order plant with route disposi-
tion of fluid milk products in the mar-
keting area shall report the quantities
of skim milk and butterfat in such dis-
position.

(f) Each handler who operates an ex-
empt plant or an unregulated supply
plant shall report as specified in para-
graph (a)(1) and (2) of this section ex-
cept that receipts from dairy farmers
in Grade A milk shall be reported in
lieu of those in producer milk.

[53 FR 52976, Dec. 30, 1988, as amended at 59
FR 15319, Apr. 1, 1994; 62 FR 2, Jan. 2, 1997]

§ 1124.31 Payroll reports.
On or before the 22nd day of each

month handlers shall report to the
market administrator as follows:

(a) Each handler with respect to each
of its pool plants and each cooperative
association which is a handler pursu-
ant to § 1124.9(b) or (c) shall submit its
producer payroll for deliveries (other
than own-farm production) in the pre-
ceding month which shall show:

(1) The total pounds of milk received
from each producer, the pounds of but-
terfat, protein and solids-not-fat other
than protein (other solids) contained in
such milk, and the number of days on
which milk was delivered by the pro-
ducer during the month;

(2) The amount of payment to each
producer and cooperative association;
and

(3) The nature and amount of any de-
ductions or charges involved in such
payments; and

(b) Each handler operating a par-
tially regulated distributing plant who
wishes computations pursuant to
§ 1124.75(a) to be considered in the com-
putation of its obligation pursuant to
§ 1124.75 shall submit its payroll for de-
liveries of Grade A milk by dairy farm-
ers which shall show:

(1) The total pounds of milk received
from each producer and the pounds of
butterfat, protein and solids-not-fat
other than protein (other solids) con-
tained in such milk;

(2) The amount of payment to each
dairy farmer (or to a cooperative asso-
ciation on behalf of such dairy farmer);
and

(3) The nature and amount of any de-
ductions or charges involved in such
payments.

[53 FR 52976, Dec. 30, 1988, as amended at 59
FR 15320, Apr. 1, 1994; 62 FR 2, Jan. 2, 1997]

§ 1124.32 Other reports.

In addition to the reports required
pursuant to § § 1124.30 and 1124.31, each
handler shall report such other infor-
mation as the market administrator
deems necessary to verify or establish
such handler’s obligations under the
order.

[59 FR 15320, Apr. 1, 1994]

CLASSIFICATION OF MILK

§ 1124.40 Classes of utilization.

Except as provided in § 1124.42, all
skim milk and butterfat required to be
reported by a handler pursuant to
§ 1124.30 shall be classified as follows:

(a) Class I milk. Class I milk shall be
all skim milk and butterfat:

(1) Disposed of in the form of a fluid
milk product, except as otherwise pro-
vided in paragraphs (b) and (c) of this
section;

(2) In packaged fluid milk products in
inventory at the end of the month; and

(3) Not specifically accounted for as
Class II or Class III milk.

(b) Class II milk. Class II milk shall be
all skim milk and butterfat:

(1) Disposed of in the form of a fluid
cream product or any product contain-
ing artificial fat, fat substitutes, or 6
percent or more nonmilk fat (or oil)
that resembles a fluid cream product,
except as otherwise provided in para-
graph (c) of this section;

(2) In packaged inventory at the end
of the month of the products specified
in paragraph (b)(1) of this section and
in bulk concentrated fluid milk prod-
ucts in inventory at the end of the
month;

(3) In bulk fluid milk products and
bulk fluid cream products disposed of
or diverted to a commercial food proc-
essor if the market administrator is
permitted to audit the records of the
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commercial food processing establish-
ment for the purpose of verification.
Otherwise, such uses shall be Class I;

(4) Used to produce:
(i) Cottage cheese, lowfat cottage

cheese, dry curd cottage cheese, ricotta
cheese, pot cheese, Creole cheese, and
any similar soft, high-moisture cheese
resembling cottage cheese in form or
use;

(ii) Milkshake and ice milk mixes (or
bases), frozen desserts, and frozen des-
sert mixes distributed in one-quart
containers or larger and intended to be
used in soft or semi-solid form;

(iii) Aerated cream, frozen cream,
sour cream and sour half-and-half, sour
cream mixtures containing nonmilk
items, yogurt and any other semi-solid
product resembling a Class II product;

(iv) Eggnog, custards, puddings, pan-
cake mixes, buttermilk biscuit mixes,
coatings, batter, and similar products;

(v) Formulas especially prepared for
infant feeding or dietary use (meal re-
placement) that are packaged in her-
metically sealed containers;

(vi) Candy, soup, bakery products and
other prepared foods which are proc-
essed for general distribution to the
public, and intermediate products, in-
cluding sweetened condensed milk, to
be used in processing such prepared
food products; and

(vii) Any product not otherwise spec-
ified in this section.

(c) Class III milk. Class III milk shall
be all skim milk and butterfat:

(1) Used to produce:
(i) Cream cheese and other

spreadable cheeses, and hard cheeses of
types that may be shredded, grated, or
crumbled, and are not included in para-
graph (b)(4)(i) of this section;

(ii) Butter, plastic cream, anhydrous
milkfat and butteroil;

(iii) Any milk product in dry form,
except nonfat dry milk;

(iv) Evaporated or sweetened con-
densed milk in a consumer-type pack-
age and evaporated or sweetened con-
densed skim milk in a consumer-type
package; and

(2) In inventory at the end of the
month of unconcentrated fluid milk
products in bulk form and products
specified in paragraph (b)(1) of this sec-
tion in bulk form;

(3) In fluid milk products, products
specified in paragraph (b)(1) of this sec-
tion, and products processed by the dis-
posing handler that are specified in
paragraphs (b)(4) (i) through (iv) of this
section, that are disposed of by a han-
dler for animal feed;

(4) In fluid milk products, products
specified in paragraph (b)(1) of this sec-
tion, and products processed by the dis-
posing handler that are specified in
paragraphs (b)(4) (i) through (iv) of this
section, that are dumped by a handler.
The market administrator may require
notification by the handler of such
dumping in advance for the purpose of
having the opportunity to verify such
disposition. In any case, classification
under this paragraph requires a han-
dler to maintain adequate records of
such use. If advance notification of
such dumping is not possible, or if the
market administrator so requires, the
handler must notify the market admin-
istrator on the next business day fol-
lowing such use;

(5) In fluid milk products and prod-
ucts specified in paragraph (b)(1) of
this section that are destroyed or lost
by a handler in a vehicular accident,
flood, fire, or in a similar occurrence
beyond the handler’s control, to the ex-
tent that the quantities destroyed or
lost can be verified from records satis-
factory to the market administrator;

(6) In skim milk in any modified fluid
milk product or in any product speci-
fied in paragraph (b)(1) of this section
that is in excess of the quantity of
skim milk in such product that was in-
cluded within the fluid milk product
definition pursuant to § 1124.15 and the
fluid cream product definition pursu-
ant to § 1124.16; and

(7) In shrinkage assigned pursuant to
§ 1124.41(a) to the receipts specified in
§ 1124.41(a)(2) and in shrinkage specified
in § 1124.41 (b) and (c).

(d) Class III–A milk. Class III–A milk
shall be all skim milk and butterfat
used to produce nonfat dry milk.

[53 FR 52976, Dec. 30, 1988; 54 FR 5587, Feb. 6,
1989; 57 FR 175, Jan. 3, 1992; 58 FR 27886, May
11, 1993]

§ 1124.41 Shrinkage.

For purposes of classifying all skim
milk and butterfat to be reported by a
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